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January  3,  1975 


Honorable  Thomas  L.  Judge 
Governor  of  Montana 
Capitol  Station 
Helena,  Montana   59601 

Dear  Governor  Judge: 

I  am  pleased  to  submit  the  attached  report  which  examines 
economic  conditions  in  five  regions  of  Montana. 

The  report  was  prepared  in  the  Division  of  Research  and 
Information  Systems,  with  the  invaluable  assistance 
of  the  Division  of  Emplojrment  Security  of  the  State 
Department  of  Labor  and  Industry.   It  is  a  companion  report 
to  the  description  and  analysis  of  the  state's  economy, 
by  Economists  of  our  two  state  Universities. 

Special  appreciation  must  be  extended  to  business, 
financial,  and  community  leaders  throughout  the  state 
who  contributed  generously  of  their  personal  knowledge; 
and  to  the  U.  S.  Department  of  Commerce  for  statistical 
tabulations  of  personal  income  in  the  56  counties  and  73 
industries  of  the  state. 


Very 


ly  yours , 


Rohald  P.  Ri 
Director 

RPR/ bam 

End. 
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KEY  SECTORS  OF  MONTANA'S  ECONOMY^ 


Construction- 


Metals- 


Wood 
Products 


Livestock 


Out-of-state  fund  sources  (and  in-state  invest- 
ment funds)  that  support  jobs  for  Montanans, 
1972. 
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TREND  OF  PERSONAL  INCOME,  1971-74 


TREND   OF    TOTAL 


0 


1974 


Factors  in  fhe  Ouflook 


The  three-year  wave  of  rising  personal 
income  in  Montana  reached  it's  crest  last 
winter.  (See  chart  opposite.)  The  retreat  that 
followed  was  confined  within  fairly  narrow 
limits  all  through  the  spring  and  most  of  the 
summer.  In  the  fall,  however,  declines  be- 
gan to  spread  and  gather  momentum. 

The  State's  economy  is  therefore  in  a 
weakened  condition  to  face  the  usual  winter 
peak  in  seasonal  unemployment.  This  aggra- 
vates the  danger  that  recession  will  become 
general.  Before  the  Legislature  adjourns,  the 
State  may  have  a  major  slowdown  to  deal 
with. 

Forces  immediately  responsible  for  this 
state  of  affairs,  and  conditions  around  the 
State  that  have  resulted,  are  outlined  in  the 
following  pages. 


Montana's  consumers  and  builders  have  had 
little  need  to  curtail  their  own  spending  in 
recessions. 


Montana  had  more  than  its  share  of  the 
national  recession  of  1949,  a  dry  year  when 
the  bottom  fell  out  of  wheat  and  cattle  both. 
Even  in  that  disastrous  year,  nonfarm  income 
here  moved  up,  against  the  national  trend. 
And  in  the  quarter-century  since  then,  Mon- 
tanans'  total  annual  income  has  never  dipped 
in  any  year  by  as  much  as  two  percent. 

Serious  declines  in  general  business  are 
therefore  not  a  familiar  problem  for  Montana 
State  executives  and  legislators.  Of  all  the 
fifty  states,  on  the  record  Montana  ranks 
third  in  its  ability  to  resist  nationwide  reces- 
sions. 

There  have  been  good  reasons  for  our  good 
record  in  facing  this  sort  of  cyclical  challenge. 
The  State  specializes  in  producing  lumber 
and  other  shelter  materials  and,  above  all,  in 
cattle  and  wheat.  Bread  is  a  necessity  of  life. 
So  is  meat.  U.S.  and  world  demand  for  them 
has  not  fluctuated  much  over  the  business 
cycle — though  prices  have  varied  with  supply 
conditions.  Homebuilders'  demand  for  our 
lumber  and  copper  has  always  turned  upward 
as  soon  as  other  business  activity  slowed 
enough  to  ease  the  nationwide  competition 
for  credit.  Our  income  from  these  outside 
sources  has  accordingly  been  well  maintained 
even  when  hard  times  prevailed  elsewhere. 


This  time  the  pattern  looks  different. 
Wheat  this  crop-year  is  holding  the  spectacu- 
lar gains  achieved  in  1972-73.  Cattle  and 
building  materials,  however,  are  a  drag  on 
the  market,  and  the  glut  in  cattle,  at  least, 
could  get  worse  before  it  gets  better. 

The  cattle  business  has  fallen  off  the  peak 
of  prosperity  it  reached  in  1973  at  the  end  of 
a  decade  of  generally  improving  sales.  Along 
with  plummenting  prices  have  come  soaring, 
unpostponable  out-of-pocket  costs.  From  all 
over  the  State  come  reports  of  loans  falling 
due  that  could  not  be  paid  off  now  without 
distress  selling. 

Farm  prosperity  has  been  very  good  for 
Montana's  Main  Streets;  farm  distress  can 
be  very  bad  for  them.  Purely  as  an  example: 
If  the  size  of  the  cattle  business  as  measured 
by  cash  receipts  were  to  swing  as  far  below 
its  longer-term  growth  trend  in  1975  as  it 
was  above  it  in  1973,  in  time  such  a  contrac- 
tion could  cost  the  Main  Streets  of  Montana 
a  couple  of  hundred  million  consumer  dollars 
and  thousands  of  consumer  jobs. 

Compared  to  the  situation  for  cattle,  the 
national  market  for  lumber  and  for  copper 
used  in  homebuilding  and  related  products 
is  in  better  shape.  It  has  almost  nowhere  to 
go  but  up.  Housing  starts  nationally  are  close 
to  a  forty-year  low.  The  basic  causes  of  the 
crunch  are  barely  beginning  to  ease  up, 
though;  and  normally  when  they  do  there 
is  a  delay  of  half  a  year  before  homebuilding 
responds  in  proportion. 

Other  factors  in  the  business  outlook  are 
mixed.  To  get  the  rest  of  the  bad  news  out 
of  the  way  first:  Japan  and  other  trans- 
Pacific  customers  normally  take  two  fifths 
of  the  Montana  wheat  crop,  and  much  of 
that  area  seems  to  be  heading  into  a  worse 
stagnation  even  than  the  United  States.  These 
countries  may  have  to  make  do  with  less. 
Meanwhile  the  auto  industry,  in  good  times 
the  market  for  a  tenth  of  the  nation's  copper 


output,  has  been  closing  down  assembly  lines 
faster  than  ever  before  in  its  peacetime 
history. 

The  last  major  factor  in  the  outlook  in 
Montana  is  the  probable  course  of  the  busi- 
ness recession  that  is  shaping  up  nationwide. 
This  will  put  pressure  on  employment  in 
all  the  industrialized  areas  of  the  State.  It 
will  be  no  help  to  cattle  prices,  either,  though 
in  the  end  it  should  help  lumber  as  interest 
rates  ease. 

Most  importantly,  the  experience  with  past 
national  recessions,  summarized  in  the  chart 
at  the  right  suggests  that  a  few  particular  in- 
dustries generally  bear  the  brunt.  The  rest 
hold  up  well  in  such  periods,  unless  the  hard 
times  last  too  long  as  they  did  in  the  Great 
Depression.  Going  down  the  list  of  Montana's 
major  sources  of  income,  we  find  that  some 
of  the  biggest  are  typically  recession-proof. 
Trade,  services,  and  government  are  ex- 
amples. 


PERSONAL 

fNCOME 
(BilLont) 


HOW  NATIONAL  RECESSIONS*  AFFECT  MONTANA 


TOTAL     INCOME 


PEAK  TROUGH 


PEAK 
'  Averoge   of  1949, 1954  or>d  1958  recessiois 
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NET  INCREASE  IN  UNEMPLOYMENT 

from  April  to  October  -  Ntovember,  1974,  seasonally  adjusted 
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82 
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Regions 


All  these  strengths  and  problems  are  dis- 
tributed unequally  among  the  different  Eco- 
nomic Regions  of  the  State  (see  map  oppo- 
site); and  in  each  region  the  timing  of  the 
downturn  has  been  a  little  different. 


Northwestern  Montana  has  seen  its  earlier 
fast  growth  grind  to  a  halt  since  midyear. 
Lumber  demand  has  receded  from  its  peak 
and  small-mill  and  service  activities  in  par- 
ticular slackened.  Inventories  of  cut  logs  are 
near  record  levels.  The  cattle  situation  has 
also  been  a  business  depressant.  Recently 
auto  dealers  and  certain  other  retailers  have 
felt  the  pinch  of  general  belt-tightening  by 
worried  consumers:  even  Christmas  tree 
shipments  were  affected. 

Credit  conditions  in  the  Region  are  repor- 
ted varying  from  tight  to  flexible,  and  ex- 
pected to  tighten  further  in  the  next  few 
months.  Some  borrowers  dependent  on  the 
cattle  or  lumber  business  are  in  distress. 

The  chief  immediate  problem  in  North- 
western Montana  centers  on  the  demand  for 
wood  products.  This  has  fallen  sharply  in  the 
wake  of  housing  starts,  which  in  turn  have 
been  squeezed  to  a  trickle  by  a  nationwide 
dearth  of  mortgage  money. 

The  wholesale  market  for  mortgages  now 
shows  at  least  faint  signs  of  reviving.  When 
it  does,  housing  starts  usually  revive  six 
months  or  so  later. 

If  this  is  the  course  of  events  in  1975,  it 
may  avert  a  really  serious  problem  in  North- 
western Montana.  Employment  can  drop  fast 
and  far  if  lumber  market  weakness  is  pro- 
longed. In  1970,  the  second  straight  year  of 
a  decline  in  lumber  production,  Montana  em- 
ployment in  the  industry  dropped  10%.  The 
economic  damage  was  aggravated  by  the  in- 
direct effects  on  local  businesses;  and  total 
unemployment  in  the  Northwest  rose  from 
4,800  in  January  1970  to  a  peak  of  6,700  a 
year  later.  Distress,  moreover,  was  mostly 
concentrated  in  such  places  as  Lincoln 
County,  where  close  to  half  the  population 
of  18,000  depend  on  this  industry  in  one  way 
or  another. 


equipped  than  some  to  face  economic  reces- 
sion. Perhaps  most  important  is  the  fact  that 
homebuilding  itself  moves  against  the  busi- 
ness cycle.  The  faster  other  business  sales  and 
borrowing  decline,  the  sooner  credit  becomes 
available  for  housing  and  —  normally  —  the 
sooner  the  demand  for  Montana  lumber 
should  recover. 

Then  too,  most  of  the  jobs  here  are  in  lines 
of  work  that  typically  hold  up  well  when 
general  business  slows.  Government  payrolls, 
for  example,  are  the  largest  single  source  of 
consumer  income.  Together  with  trade  (ex- 
cluding auto  dealers,  whose  business  is  cycli- 
cal) and  service  enterprises  they  account  for 
almost  half  of  total  earnings: 


Percent  of 

Source  of  Income 

Earned  Income 

Government 

21* 

Wood  Products 

16 

Trade  (non-auto) 

13* 

Services 

13* 

Construction 

11 

Misc.  including  public 

utilities* 

26 

*Typically   stable   in 

recessions 

In  certain  respects,  the  Region  is  better 


Northwestern  Montana  also  draws  econom- 
ic strength  from  the  limited  amount  of  diver- 
sification it  has  achieved.  The  Region  has  a 
fair  number  of  substantial  employers  in  each 
of  a  number  of  mutually  independent  lines 
of  activity  —  those  mentioned  above,  and 
others  too.  This  makes  total  employment  less 
vulnerable  to  a  possible  drastic  decline  in  any 
one  industry  or  company  payroll.  As  an  in- 
dividual sort  of  diversification,  also,  many 
workers  in  Kalispell,  Libby  and  smaller  cen- 
ters have  part-time  farms  to  fall  back  on. 

Furthermore,  a  slack  time  in  winter  is  a 
normal  part  of  the  way  of  life  in  the  lumber 
centers.  Reserves  are  built  up  for  it.  Economic 
hardship  due  to  slow  demand  for  lumber  will 
therefore  probably  not  become  serious  until 
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after  the  spring  breakup — though  the  other 
end  of  the  tunnel  we  may  enter  then  is  not 
really  in  sight. 

There  is  still  optimism  in  the  Region.  Even 
in  the  latter  half  of  1974,  close  to  400  new 
businesses  were  started  in  this  part  of  the 
State.  Some  already-existing  firms  too  see 
room  to  grow.  Hoerner  Waldorf,  for  one,  is 
proposing  a  $60  million  mill  expansion  at 
Frenchtown  and  a  chipper  mill  to  be  located 
in  Flathead  Valley.  The  new  strength  in  the 
market  for  chips  is  a  promise  for  the  future 
as  well  as  a  cushion  in  present  adversity. 

Such  dynamic  business  attitudes  face  a 
special  challenge  in  the  West.  Because  it  is 
known  as  a  pleasant  place  to  live,  a  steady 
flow  of  in-migrants  from  other  states  has 
built  up  the  labor  force  faster  than  the  econ- 
omy has  been  able  to  generate  jobs.  This 
shows  in  both  the  level  and  the  trend  of  un- 
employment benefits  being  paid  in  Kalispell 
and  Missoula  on  behalf  of  other  states. 


Southwestern  Montana,  comprising  the 
Helena-Butte-Bozeman  triangle,  has  been  ex- 
panding moderately  ever  since  1971.  Toward 
mid-1974  weakness  developed  in  the  mar- 
kets for  cattle  from  Beaverhead  County  and 
elsewhere,  and  sawmill  activity  began  a  grad- 
ually accelerating  slide.  Later,  the  general 
deterioration  of  consumer  optimism  was  ag- 
gravated locally  by  the  prospective  closing 
of  the  deep  mines  at  Butte. 

From  the  overall  employment  statistics, 
the  region  as  a  whole  took  these  setbacks 
pretty  much  in  its  stride  at  first,  though  an 
increasing  number  of  wives  have  been  look- 
ing for  jobs  as  the  fall  wore  on.  The  basic 
sources  of  this  strength,  here  as  in  the  North- 
west, seem  to  be  (1)  a  certain  amount  of 
diversification  and  (2)  a  preponderance  of 
stable  types  of  employment. 

While  its  international  reputation  still  rests 
on  its  metals,  most  of  Southwestern  Montana 
has  in  fact  long  since  emancipated  itself  from 
the  Anaconda  Company.  The  State  and  fed- 
eral payrolls  at  Helena  have  now  made  gov- 
ernment the  area's  leading  employer.  One- 
fourth  of  the  earned  income  of  the  region 
comes  from  this  source.  Trade  —  excluding 
auto  dealers,  who  are  in  trouble  —  and  ser- 
vice each  contribute  around  one-eighth.  Metal 


mining  and  refining  together  account  for 
about  this  same  fraction  and  farming  for  a 
little  less. 

The  Butte-Anaconda  Labor  Market  Area 
by  itself,  though,  presents  a  much  different 
pattern.  Here  is  a  comparison  based  on  in- 
come estimates  for  1972,  the  latest  so  far 
available. 


Area 

Anaconda- 

Source  of  Income 

Total 

Butte  L.M.A. 

(percent 

of  earned 

income) 

Government 

25 

19 

Metals 

12 

25 

Trade    (non-auto) 

12 

13 

Services 

13 

11 

Farms 

11 

9 

Rail  and  Phone 

6 

4 

Among  these  key  sectors,  weak  spots  are 
in  metals,  livestock  and  railroading.  Lumber, 
which  is  smaller  percentagewise,  is  also  de- 
pressed. Nearly  all  the  other  important  sec- 
tors of  the  economy  of  the  Southwest  are  of 
types  that  normally  hold  up  well  in  hard 
times. 

Even  some  of  the  exceptions  promise  to  do 
fairly  well,  for  the  moment  at  least.  In  the 
most  vulnerable  part  of  the  region,  the  deep 
mine  close-down  by  Anaconda  has  been 
stretched  out;  the  remaining  540  layoffs  will 
be  spread  over  a  period  of  4  to  6  months.  And 
building  activity  is  strong  around  Anaconda 
as  well  as  in  Helena,  and  fairly  strong  in 
Bozeman. 

Credit  conditions  in  the  Southwest  are 
tightening  and  repayment  schedules  are 
lengthening  not  only  for  cattle  but  also  for 
retail  lines  such  as  autos.  Demand  for  other 
types  of  business  and  consumer  loans  is 
still  high,  but  shows  signs  of  easing  off  as 
borrowers'  confidence  dims.  Credit  supplies 
are  unlikely  to  bo  really  adequate  for  some 
time  to  come,  though.  There  are  complaints 
about  the  State  usury  law  preventing  Mon- 
tana borrowers  from  competing  with  out-of- 
state  borrowers  for  Montana's  own  loanable 
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funds.  Institutional  deficiencies  in  the  chan- 
neling of  short-term  loanable  funds  from 
large  investors  to  lending  agencies  are  also 
noted. 

More  than  350  new  businesses  started  up 
in  the  last  half  of  1974,  though.  Investment 
per  business  was  apparently  a  little  below  the 
state-wide  average,  perhaps  reflecting  the 
shortage  of  capital  and  credit.  Other  current 
industrial  initiatives  are  typified  by  a  new 
wood  chipper  mill  at  Dillon  which  will  more 
than  double  the  logging  demand  in  the  area. 
The  international  terminal  at  Butte,  where 
three  major  rail  lines  join,  should  give  the 
city  increasing  prominence  as  a  transporta- 
tion center  besides  speeding  Montana's  fu- 
ture exports  and  cutting  the  cost  of  its  im- 
ports. 


South  Central  Montana's  three-year  period 
of  accelerated  growth  ended  around  mid-1974, 
and  a  cyclical  downswing  began  in  early  fall. 

The  regional  economy  is  closely  linked  to 
that  of  Billings.  The  metropolitan  area  ac- 
counts for  two-thirds  of  all  the  jobs  in  the  Re- 
gion. In  addition,  Billings  serves  as  the  trans- 
portation hub  and  as  the  center  for  wholesale 
distribution  and  for  business  services.  Pros- 
perity there  accordingly  depends  in  part  on 
activity  in  the  surrounding  belt  of  counties, 
which  includes  the  Lewistown  and  Hardin — 
Red  Lodge  Labor  Market  Areas. 

In  both  these  areas  limited  economic 
growth  continued  all  spring  and  into  the  sum- 
mer before  the  drop  in  cattle  prices  caught 
up  with  it.  Most  recently,  business  around 
Lewistown  has  also  been  hurt  by  a  drop  in 
the  market  for  construction  materials. 

While  the  bad  turns  in  ranching  seem  to 
have  been  the  chief  single  factor  in  the  latest 
trend  of  employment  for  these  two  labor  mar- 
kets, they  have  not  been  bad  enough  to  dom- 
inate the  trend  in  Billings.  Instead,  the  city 
was  strong  enough  to  stabilize  the  Regional 
economy  as  a  whole  through  the  summer  and 
most  of  the  fall.  A  vigorous  development  pro- 
gram over  the  years  has  attracted  a  number 
of  firms  to  Billings;  and  out-of-state  demand 
for  the  area's  petroleum  products  and  pro- 
cessed foods  has  been  a  continuing  source  of 
strength. 

Assuming    that    these    markets    continue 


on  a  growth  trend  in  the  months  ahead 
and  that  the  worst  has  been  seen  in  cattle, 
business  in  the  metropolitan  area  may  just 
about  match  the  course  of  economic  activity 
in  the  rest  of  the  United  States  during  the 
national  recession  now  developing. 

Taking  the  Region  as  a  whole,  the  table 
below  shows  a  well-balanced  industrial  struc- 
ture. Billings  might  be  a  little  better  equipped 
for  probable  rough  weather  ahead  on  the 
national  front  if  it  were  more  of  a  center  of 
governmental  activities.  Public  payrolls  lend 
less  support  to  consumer  purchasing  power 
here  than  in  other  regions  of  Montana,  though 
the  percentage  is  about  the  same  as  in  the 
rest  of  the  country. 


Percent  of 

Source  of  Income 

Earned  Income 

Farm 

19 

Government 

16 

Trade   (non-auto) 

16 

Services 

13 

Construction 

7 

The  business  community  here  also  seems 
to  share  some  of  the  qualms  about  the  future 
that  have  driven  equity  prices  down  nation- 
ally. No  more  than  a  couple  of  hundred  new 
businesses  have  been  started  in  the  past  half- 
year,  and  most  of  these  were  small.  Credit 
is  reported  a  little  tight,  but  this  does  not 
seem  to  be  a  major  stumbling  block. 

Eastern  Montana  is  still  enjoying  good 
business,  thanks  mainly  to  wheat.  Employ- 
ment spurted  around  both  Glasgow  and  Glen- 
dive  as  1974  opened,  and  remained  strong 
all  year. 

Further  south,  employment  gains  around 
Miles  City  virtually  ended  after  July,  but 
the  job  market  was  still  steady  as  winter 
began. 

The  Glasgow  -  Glendive  Labor  Market 
Areas  include  the  strongly  cattle-oriented 
western  counties  of  Phillips  and  Garfield,  but 
are  dominated  economically  by  the  great 
grain  belt  to  the  east  and  north.  Field  crops 


are  three  times  as  important  to  economic  life 
here  as  they  are  in  the  rest  of  the  state:  the 
area  as  a  whole  gets  around  one-third  of  its 
total  spendable  income  from  agriculture. 

So  does  the  Miles  City  Labor  Market  Area, 
embracing  the  cattle  parallelogram  of  Trea- 
sure, Rosebud,  Custer,  Powder  River,  Fallon 
and  Carter  counties.  This  area  is  nearly  three 
times  as  dependent  on  livestock  as  the  rest 
of  Montana. 

The  accompanying  chart  highlights  the  de- 
gree of  specialization  in  each  case.  (The  di- 
vergent paths  of  wheat  and  cattle  prices 
since  December  1973  are  sketched  inside  the 
respective  bars.) 
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In  other  respects  these  two  sections  of  eas- 
tern Montana  have  a  great  deal  in  common. 
Trade  and  service  industries  provide  one- 
quarter  of  the  total  income,  and  government 
one-sixth,  in  each  section.  Transportation  ac- 
counts for  around  five  percent;  and  oil,  gas 
and  coal  together  contribute  a  similar  frac- 
tion. 

Business  is  good  around  Colstrip  now,  and 
a  useful  rivulet  of  funds  for  leases  and  ex- 
ploration is  reported  coming  into  the  Glen- 
dive  area.  By  and  large,  though,  the  mineral 
wealth  of  Eastern  Montana  has  not  yet  led 
to  much  diversification  of  the  economy.  Both 
northern  and  southern  parts  of  the  Region 
remain  primarily  dependent  on  agriculture. 


General  business  and  credit  conditions  are 
in  line  with  the  regional  trends  of  employ- 
ment: expansive  in  the  Northwest;  normal 
but  uneasy  in  the  Southeast.  Credit  supplies 
are  adequate  and  are  being  freely  utilized. 
Loans  to  finance  the  holdback  of  wheat  as 
well  as  cattle  for  sale  after  January  1  form 
a  significant  part  of  farm  credit. 

Overall,  the  non-cattle  sectors  might  seem 
to  be  living  at  least  partly  on  the  momentum 
of  prior  years'  prosperity. 

The  tier  of  three  big  cattle  counties  west 
of  the  chief  labor  market  centers  may  well  be 
more  vulnerable  to  the  cost-price  squeeze  in 
livestock  than  is  the  area  around  the  cities. 
This  tier  derives  less  help  from  good  wheat 
prices  than  does  the  Northeast,  and  their 
economic  base  seems  narrower  in  general 
than  that  of  the  more  populous  eastern  coun- 
ties. 


North  Central  Montana,  comprising  the 
Shelby  -  Havre  -  Great  Falls  triangle,  boasts 
one  of  the  most  nearly  recession-proof  econ- 
omies in  the  State.  Employment  has  been 
mostly  flat  all  year,  apart  from  the  normal 
seasonal  bulge  in  the  summer  and  slide  in 
the  fall.  Job  market  reports  through  Novem- 
ber betrayed  no  weakness. 

From  mid-year  on,  though,  the  situation 
was  a  little  like  that  further  south  around 
Billings:  business  still  strong  in  the  big  cen- 
ter but  beginning  to  fray  at  the  edges.  Labor 
demand  around  Havre,  in  particular,  was  re- 
ported easing  after  a  full  18  months  of  rapid 
increase.  Railroad  spending  has  been  a  prop 
to  the  economy  there,  and  investment  in 
natural  gas  production  should  be  a  stimulus 
also  if  price  controls  ease. 

The  industrial  structure  of  the  Region  is 
not  very  vulnerable  to  out-of-state  cyclical 
pressures.  Only  about  one-tenth  of  total  con- 
sumer income  is  from  the  kinds  of  indus- 
tries that  most  often  get  into  trouble  when 
hard  times  arise  nationally:  6%  is  from  the 
manufacture  and  sale  of  durables,  and  3% 
from  railroading.  This  one-tenth  vulnerabil- 
ity of  the  Region  compares  with  W^',  for  the 
State  as  a  whole  and  25*/,'   for  the  nation. 

More  important  problems  for  the  North 
Central  counties  now  are  water  for  the  crops 
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and  customers  for  the  cattle.  Field  crops  are 
almost  twice  as  important  to  the  economy 
here  as  they  are  in  the  rest  of  Montana;  and 
two  dry  years  in  a  row  have  taken  some  of 
the  joy  out  of  the  current  high  selling  prices 
for  grain.  The  drought  effect  is  felt  in  the 
northwestern  part  of  the  Region  particularly. 

The  business  community  around  Conrad 
also  reports  some  trouble  in  digesting  all  the 
new  firms  that  were  opened  to  serve  the 
Safeguard  project  and  its  people. 

Ranching  is  less  important  in  North  Central 
Montana  than  it  is  further  east,  and  grazing 
conditions  have  been  fairly  good;  but  feeders 


are  seeing  their  equity  vanish,  and  the  gen- 
erally bad  cost-price  situation  for  feeders 
and  ranchers  alike  is  putting  something  of 
a  damper  on  general  business  throughout  the 
Region.  Both  grain  growers  and  ranchers  are 
holding  back  some  shipments.  A  good  deal 
of  wheat  in  particular  is  under  contract  to 
go  after  the  first  of  the  year,  and  some  is  be- 
ing held  in  hope  of  higher  prices.  Because 
of  such  carryovers  and  because  the  general 
inflation  of  costs  is  increasing  the  needs  of 
individual  borrowers,  credit  is  at  least  tem- 
porarily rather  tight  in  most  centers.  Some 
easing  is  expected  after  the  holdbacks  of 
grain  and  cattle  end. 
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